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Communications 
Buying to Soar 


merican businesses will spend al- 
most $200 billion on telecom- 
munications, computers and information 
services by 1996, and although this may 
seem like a lot of money, it is a bargain 
when one considers that the cost of 
nonelectronic corporate communications 
is five to ten times as great. 

So says a 372-page report by Frost & 
Sullivan, Inc., a market research firm. 
The report says that consolidation of the 
telephone and the computer means im- 
proved operating costs could mean 
budgetary and productivity improve- 
ment. The merging of these two pieces 
of equipment is causing telecommunica- 
tions to expand from simple ’phone serv- 
ice to highly technical services such as 
videoconferencing and electronic mail. 

Last year, some $20 billion was spent 
on customer premises equipment (CPE), 
while $70 billion was spent on services. 
The CPE includes private branch ex- 
change and voice products, key systems, 
computer terminals, modems, and tele- 
conferencing equipment. 

Several trends have the market in tur- 
moil right now, the report continues. 
First, the initial separation of services 
and CPE sales, begun several years ago 
by the Federal Communications Com- 
mission, is now being reversed by 
operators. There is no longer as much 
need for outside service because services 
are often inherent in the new equipment. 

Also, the former Bell operating com- 
panies are now free of prior constraints 
on marketing CPE only through sub- 
sidiaries. Smaller PBX manufacturers 
are trying to position their products as 
the “hub” of the office automation net- 
work so they can get a piece of what once 
belonged to larger companies. 

The next few years should reveal in- 
creasing partnerships and blurred lines 
between telecommunication and com- 
puter firms. The IBM acquisition of 
Rolm, a PBX manufacturer, and sub- 
sequent purchase of equity in MCI, the 
long-distance carrier, supports this 
premise, says the report. The lines be- 
tween equipment itself will become 
fuzzy, says the report, No. A1660. 

The report, “Advanced Business 
Communications in the U.S., 1986-96 
Customer Premises Equipment,” is 
available from Frost & Sullivan, Inc., 
106 Fulton St., New York, N.Y. 10038— 
2786. 
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Panel Groups 
Give Advice 
On Products 


hen “focus group” panelists ex- 

amine a prototype or a new piece 
of office furniture in another room via a 
two-way mirror or closed-circuit televi- 
sion, manufacturing executives hear the 
candid, sometimes brutal, reviews of 
their product. 

But those same executives, architects, 
designers and facility managers all agree 
that it is better for a company to take its 
lumps in a focus group than when the 
product is nearing full production. 

The Business & Institutional Furniture 
Manufacturer’s Assn., which represents 
some 240 manufacturers, recognizes that 
focus groups are a sophisticated market- 
ing tool, says Steven Channer, the or- 
ganization’s executive director. Last 
year, BIFMA teamed with Kennedy Re- 
search Inc., also of Grand Rapids, 
Mich., to produce a series of videotapes 
showing these groups at work. 

“More often than not,” says Richard 
Kennedy, president of the firm, “what 
the furniture manufacturers learn from 
these groups saves them untold dollars 
in tooling costs, lost sales and misspent 
advertising. Sometimes a manufacturer 
will halt a new product altogether if the 
reviews show that the prototype cannot 
be salvaged.” He added that while focus 
groups provide candid data, they should 
not be used exclusively to determine the 
fate of a prototype product. Astute mar- 
keters use the groups as one of several 
tools to evaluate a product or concept, 
he pointed out. 





Focus group helping a manufacturer 
evaluate product idea in an early stage. 
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